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CERTIFIED MAIL - RETURN RECEIPT REQUESTED!

Dezr S51ir or Hadae?

HYe have considered your application for recognition of exeaption wunder
section S01(e?(4) of the Internal Revenue Code,

The information subnitted disclosed Lhat oy were jncorporated wunder
the non profit Laws of the State of 00 i

You are nov operating in the Stale of and have submitted

» Certificatle of Authority to opersile erein as epproved by the
Secretary of State of (NN o MEEEEENN

Your purposes as stated in part in your Articles of Incorporaztion are
23 follows! :

2+ To faciliteste the exchange of jnformations experience and concepts
reloted to [ P ccvirsent.

b, To request nev feat:res 3and enhancements from the wmanufacturers
of _ Bl csvipnent

€ To share ideasy resourcesr ond solutions among vser aembers and
develop programs which will benefil the meabership.

4, To promote cocperation with JJJ through openr ongoing dialogue,

Your primary activities include annw2l conferences and  avarterly
nevsletters, You have stated that the primary purpose of the annuval
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conference is to infore the eembership of the prodvct vtility, features,
futyre direction and prodblemss of thc product in which' 2 wunified voice
of the sembership is neaded to obtain resolution from the anvfacturer,
You have stated thal the newslettcr i¢ the prinary vehicle ouvtside of
the annvzl conference to orovide prodvet inforaatfon and states of

current issves, Review of the Conference Agend? as well s your
neusletters reflects that the Bl crd its relsted products
which are apnufactured solely by are the only products involved

or addressed in your activities,

You have a2lso subaltted coples of Press Relesses issved by vyour
organization and technical vpdates fron the aanufacturer directed Lo

user group sembers a1l of which are applicadble solely to [} TN 1B
and its related products.

Your bylavws provide for 2 regular meabershis class with voting righta

and an  assccirte nmembership class without wvoting rights, Regular
aeabers are linited to vsers of [N BN including these who
have systeas on order as well as alresdy installed and in wvse, Your

sssociste membership class is Jimited to distributorss and wvendors of
) You have ¢lated in your application thal (the
sznufacturer, » 1s an associate neaber. Though associate nmeabers
hsve no voling rights,» your byliws provide that associate aenbers are
allowed to participate in the discussion on all issves' brouwght before
the aewbership. Your bylaws furlher provide that your Boerd of
Directors may termninate the membership of any member who 1is no longer
g user of by a2 jority vote,

The inforeation subaitted in your 2pplication reflects that vyour income
fs received from aeabership fees 2and conference ‘fees and  your

expenditvres are orimarily attridbuvted to your conferences and
pvblications.,

Section S501(a) of the Code providesr ir relevant partr that 2n
orgenization described in subsection (c) shall be exempl from tavation,

Section 501(c)(4) of the Code provides for Lthe exeapltion froa federal
income taxation of businese leagues not orgenized for profit: no part
of the net earnings of which inures to the benefit’ of 2ny private
shareholder or individval.

Section 1.501(e¢)(4)-1 of the Incaome Tax Regulaitons provides: in
relevant partr that s business lezgue is an associ2tion of persons
having some common business interests, the purpose of which iy to promote
such comnon interest and not to engage in a regulsr business of 2 kind
ordinarily carried on for profit,  The activities of the organization
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nust be divected to the improvement of business conditlons of one or
aore lines of business »s distinguished from the -performance of
particvler services for individval persons,

In Nationel Huffler Dealers Asgociation: Ince_ v._ Unjred _Siates, 440
U, S, 472y 359 L. Eds 24 519 (1979): the United States Supreme Court
affirmed 2 lower court decision that an organization of suffler dealers,
franchised by Nidas Internationa2l Corporations which -had confined 1its
neabership to Midas dealers and its activities to the Midas auffler
business» was not # 'businest lesgue® within the wmesning of section
501(c)(6) of the Codes The Court validated the *line of business® test
set forth in section 1,501(c)(4)~1 of the regulations and recognized the
body of asuthority interpreting that test to mean that an organization's
pctivities aust be direcled to the improvesent of business conditions
in an 'entire industry® ar  *all components of an industry within 2
geographic arez." 440 U, §. 2t 482-483, 59 L., ED. 24 2t:528,

In Matigpal Prime Users Grove: _Inc, _vs. Upited §tatesr 667 F. Supp. 250
(D, Nd. 1987), 60 AFTR 24 87-5544 (D, Nd. 1987): citing-Natigpal Huffler
Degler!s Associatiop:_ Ingy_ v._ Untted Statess svprps {he court held that
National Prime Users Group (MPUC): an organization cowprised of wpersons
which owneds leased) or operated computer equipment wanufactured by
Prine Computer: Incs (Prime)r was not 2 *business leasgwe® within the
neaning of section 501(e)(8) of the Code. The court -emphasized that
(1) the name'of the organization clearly indiceted that the organizztion
wzs intended to promote Prime's productsy (1) the operation of
the organization only served Prime wsers: (i1i) the purpose of the
organization 2s set forth in its corporate documents was to provide an
organized nethod of commvnicaticn 3wong Prime vserse (iv) there wag no
evidence that aembership in the organization wss aopen to non-Prime vsers,
{v) the majority of presentations wade 2t the orgznization's conferences
vere mede by Prime representativesr (vi} Prime was the only computer
conpany fnvolved in the conferencesr (vii) 211 of the lopics asddressed
in the organization's newsletters and conferences were directed to the
vee of Prine compuiers» and {viii) Prime vsed the organization as 2n
important marketing vehicle.  The court concluded that NPUG ‘endeavored
to serve solely the interests of Prime ' 467 F. Supp, 2t 256, The court
found that the organization's activities provided 3 competitive advantage
to Frine, The court held that there wae 2 contistent focus of its
activities on Prise products and veers,

Reve Rul, 74-147, 1974-1 C. F, 136+ holds that an organization cosprised
of seabers whe represent diversified bucinesses that ownsy rents or lease
digital coeputers produced by vzrious aenufscturersy the purpose of which
is to inprove the efficiency of itz mesbers' wec of computers, qualifies
tor exenption under section 501(e)(8) of the Code. The common buginess
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business {nterest shared by Lthe aesbers of the, arganization is the
cosnon business problems concerning the use of digital chputers.

Rev, Rul, B3-161: 19B3-2 C. B, 95y distingviching:Rev. Rul, 71-147;
guprgr holds that an organizetion whose aeahers represent diversified
businesses that own» rent: or lease computers produced by a single
conputer nanvfacturer does not Qqualify for exemption wunder section
501(c){4) ot the Code, The sctivities of the organization vwere limited
to users of 2 particular computer 2nd thuz found Lo be bdenefiting
segnent of a2 line of busipess rather than ieproving the bhusiness
conditions of one or more lines of bhusiness.

As in the Naljonal Prime_Usery caser your ngmei  your purpose s set
forth 1in vyour organizational documents! your i‘conferences nd
publications and the liaitation of your wmesbership to NEAX 2400 INS
vters» vendors and distributors reflects thst your operations are
focused solely on the product of one manufacturer,

In accordance with the rationele of Rev. PRul, 83-144: the limiting of
your sctivities to the vsers of 8 specific bond. product provides 2
competitive advantage to the sanuficturer and to its coustomers at the
expense of its coapetitors and their customers, . ;Therefore: your
organization's sctivities are not directed towards the improvesent of
business conditions in one or eore lines of business within the wmeaning
of section 1.501(c){4)~1 of the regulations,

Accordinglyr we conclude that you are not described under section
501¢c)(4) of the Code or any other section of 301(a),

Since your orgsnization is ot exempt you are required to file Federazl
incone tax returns on Fors 1120,

It you do not agree with our proposed denjal: ve recommend that vyou
request 2 conference vwith » menber of the Regionz] DPirector of Appesle
Staff,  Your request for a2 conference should include 2 written appeal
signed by an suthorized officer giving the factsr laws 2and any other
pertinent information to support your opesition as explained in the
enclosed Publication 892, If you are to be represented; by someone who
it not one of your authorized officers: he/she will need to file a power
of attorney or t2x information ruvthorization aeand Dbe qualified to
practice before the Internal Revenuwe Service as provided in Treasury
pepartaent Circular No. 230. The conference say be held 2t the Regionsl
oftice ory ff you requests st any avtnally convenient District Qffice,




If we do not hear from vou within 30 days: this letter will become our
final deteinination.

Sincerely yours:

District Director

Enclosure!
Pyblication 892
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